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International Affairs 


UK Defense Secretary Rifkind addressed an international strategic conference in Paris and 
urged France to forge links with the United Kingdom on nuclear defense and to move “closer” 
to NATO, London PRESS ASSOCIATION reports. Rifkind also stated that NATO will 
“continue to exist at the center of our strategic thinking.” 


Inter-European Affairs 


Citing “senior” British officials, AFP reports that EC officials have agreed on steps to curb the 
power of the Brussels bureaucracy by allowing any single member government to take objections 
to any EC legislation directly to the European Council of Ministers at any stage of the process. 
According to the report, this proposal will be presented to the upcoming Luxembourg meeting of 
the EC foreign ministers. 


Germany 


BILD reports that police uncovered a plot by an “unknown autonomous commando” unit to 
assassinate Chancellor Kohl during the German Unification Day celebrations in Schwerin on 3 
October. According to the paper, security precautions will be increased for the ceremony, which 
will not be canceled. 


British Foreign Secretary Hurd held talks in Bonn with his counterpart Klaus Kinkel, and Hurd 
called for the ratification of the Maastricht treaty “as quickly as possible,” DDP reported. Kinkel 
denied reports of a Franco-German “special route” and called for German-UK relations to 
“calm down,” the news agency added. 


According to DPA, Kinkel addressed a symposium on Europe held in Karlsruhe stating the 
Maastricht treaty “should be supplemented by a resolution.” He also described Denmark and 
Britain as the current “difficult partners” in Europe. 


France 


British Prime Minister John Major arrived in Paris 30 September “on a mission to build bridges 
with the French and end Britain's European isolation,” London PRESS ASSOCIATION reports. 
After “crisis talks with President Mitterrand,” Major said the two leaders were “absolutely at 
one.” According to the report, discussions centered on “the need for a more open Community.” 


Greece 


A State Minister announced | October that the Government and other EC countries “will not 
resume trade with or the supply of fuel” to the former Yugoslav republics “because Skopje does 
not accept the EC regulation on controlling the fuel’s destination,” Athens radio reports. 


The Chief of Staff spokesman denied press reports that the Army is “moving to our northern 
border,” according to Athens radio. He said that “there was no such movement” and that 
“Greece faces no threat from the north.” 


Turkey 


Prime Minister Suleyman Demirel announced that “according to information he received from 
security sources” 174 terrorists were killed and 29 soldiers were “martyred” in the 29 September 
attack on two military posts, Ankara radio reports. According to the report, the prime minister 
declared that “there is no question of a ground operation into northern Iraq at the moment.” 


The Istanbul State Security Court decided 30 September to release a Greek-Cypriot ship 
“laden with Iranian arms” that was seized nearly a year ago as it passed through the rus 
Strait, ANATOLIA reports. The court also decided “to return a 25 million lira fine” levied on 
the ship's captain. 








2 INTERNATIONAL AFFAIRS 


UK Minister Rifkind Addresses Strategic 
Conference 


LD3009183592 London PRESS ASSOCIATION in 
English 1748 GMT 30 Sep 92 


[By PRESS ASSOCIATION defense correspondent 
Charles Miller} 


[Text] Defence Secretary Malcolm Rifkind t urged 
France to forge links with the UK on nuclear and 
move closer to Nato. Beliund-the-scenes negotiations 
have been under way for more than a year between 
Britain and France in a bid to find ways to co-operate on 
nuclear issues. France, facing a lack of resources to 
replace its ageing arsenal and a growing anti-nuclear 
lobby, is keen to move ahead with a re-arranged Euro- 
force. The Commons Defence Select Committee has 
urged greater co-operation between the UK and French 
ballistic missile submarines in terms of targeting and 
patrol patterns. British ministers are known to support 
the moves but emphasise it must not be at the expense of 
the Americans. 


Mr Rifkind told an international strategic conference in 
Paris that Nato would continue to exist “at the centre of 
our strategic thinking”. “For Europe and America to 
develop separate security strategies would be in the 
interests of neither continent,” he said. “Whatever the 
outcome of the presidential election in November, the 
United States Administration will remain firmly inter- 
nationalist and fully aware... of its common interests 
with the European nations.” 


He is strongly opposed to France's efforts to set up a 
strictly European defence arm alongside Nato based on a 
Franco-German army corps. France left the Alliance's 
military structure in 1966. He urged “closer co-operation 
and cohesion between the two West European nuclear 
powers (Britain and France)”. 


Mr Rifkind said the two countries should co-operate on 
nuciear matters in the technical, financial and opera- 
tional fields. “The more closely we can concert our 
policies, the more weight we shall carry, where we have 
failed to do so—as for example over nuclear testing—the 
outcomes tends to be to our disadvantage.” 


He made it clear that co-operation should serve as “a 
powerful underpinning to collective deterrence within 
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the Alliance, by demonstrating identity of interest and 
purpose between Nato’s European nuclear powers”. 

All of Britain's nuclear weapons are assigned to Nato and 
the Government has pledged its long-term commitment 
to the Alliance. While some elements in the French 
government have pressed for an Anglo-French European 
nuclear umbrella, Britain insists the US musi not be 
squeezed out. Reduced links with the US would inevi- 
tably result in problems for Britain, with less intelligence 
and satellite information exchange affecting key areas 
such as targeting and surveillance. 


Council of Europe Meets on Money Laundering 
AU0110103692 Sofia BTA in English 0945 GMT 
1 Oct 92 


[“Exclusive BTA report”: “Obstacle Before Moncey 
Laundering”) 


[Text] Strasbourg, September 30 (BTA)}—AI the interna- 
tional conference on combating the legalization of cap- 


ital acquired by illegal means (money laundering), which 
ended at the Council of Europe last night, Bulgaria was 
represented by its Deputy Foreign Minister Valentin 
Dobrev. 


Mr. Dobrev told BTA that Bulgaria's participation in the 
forum was successful because it helped establish contacts 
with international structures which have experience in 
this field and are ready to render this country expert and 
technological assistance. Mr. Dobrev added that great 
interest was being shown in Bulgaria because of its 
geographical location on the “drugs route” from the East 
to Western Europe. 


According to Mr. Dobrev, a concrete expression of 
money laundering in Bulgaria are above all economic 
crimes: Covert and illegal privatization of state-owned 
property, export of state capital through operations of 
companies with international participation, etc. The 
most appropriate time for revealing the illegal origin of 
capital is upon its depositing in the banks. But there is no 
legislative mechanism in Bulgaria yet to regulate the 
exercising of control at this level. But a bill is being 
drafted and will be moved in the National Assembly 
soon. By the end of the year the Bulgarian parliament is 
expected to ratify the Convention Against the Legaliza- 
tion of Illegally Obtained Capital signed on Monday [28 
September}, Mr. Dobrev added. 
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EC Agrees on New “Subsidiarity’ Measure 
AUO1 10132692 Paris AFP in English 1241 GMT 1 Oct 
92 


[Text] Brussels, Oct | (AFP)}—E.C. officials have agreed 
GA steps to curb the power of the Brussels bureaucracy 
and resolve a key objection to plans for European union, 
senior British officials said Thursday [1 October]. 
They said representatives of the 12 European Commu- 
nity nations agreed .o allow any single member govern- 
ment to take objections to any E.C. legislation directly to 
the European Council of Ministers at any stage of the 
process. 


The government could invoke the concent of “subsidiar- 
ity” —asserting national prerogatives over the E.C. in 
law-making where possible—and the measure would be 
suspended if a simple majority of the Council agreed. 
The British officials said the measure was included in a 
paper approved by the committee of representatives 
from the 12 E.C. countries preparing for an October 16 
E.C. summit in Birmingham, England. 


It will be presented to the E.C. foreign ministers meeting 
in Luxembourg Monday and Tuesday and take effect 
immediately, if adopted, said the officials, whose 
country currently holds the E.C. presidency. 


They said the aim was to address growing concern that 
the Maastricht treaty on European economic and polit- 
ical union would create an undemocratic and overly 
centralised bureaucracy in Brussels. 


The treaty, which was to have gone into effect on 
January |, is now facing problems with ratification after 
Denmark rejected the text in a June referendum and 
French voters gave only a grudging “yes” last month. 


German Chancellor Helmut Kohl is urging curbs on the 
“regulatory fervor” of Brussels. So one British official 
said it was better to act on the matter “rather than let it 
rot and affect the ratification process.” 


EC"s Delors Receives Austria's Klestil for Talks 


AU 3009102592 Vienna WIENER ZEITUNG in 
German 30 Sep 92 p 1 


{Anita Itzenthaler report: “President Kiestil on Con- 
cluding His Two-Day Visit to Belgium: ‘Determination 
in Connection With EC Is Recognized”) 


INTER-EUROPEAN AFFAIRS 3 


[Text] Austria's chances for EC membership are good. 
When the EC discusses the enlargement of the Commu- 
nity with neutral states, « always means Austria and 
Sweden, President Thomas Kiestil said at the conclusion 
of his two-day visit to Belgium on 29 September. 


In his talks with EC Commission President Jacques 
Delors he discussed the essential impulses that Austria 
might give the EC as a member even before the ratifica- 
tion of the Maastricht treaties. 


Support for Austria's efforts were promised by the Bel- 
gium Government, particularly by Foreign Minister 
Willy Claes, Kiestil said. 

Delors recognized Austria's political intention and deter- 
mination to become a member of the EC by 1995 as well 
as of the federal structure, which is in line with the 
subsidiarity principle as laid down by the Maastricht 
treaties. Moreover, Austria belongs to the hard core of 
the economically stable countries in Europe, the Aus- 
tnan president noted. 


It is not possible, however, to set up an exact timetable 
for the beginning of negotiations before the EC summit 
due to be held in Birmingham in mid-October. The exact 
date of the start of official negotiations is not of great 


importance, Kliestil said. 


A great deal can be achieved in preceding exploratory 
talks. Actual negotiations could then be conducted very 
fast so that Ausiria could become an EC member in 
1995 


As for the issue of neutrality, Kiestil noted that neutrality 
is not an end in itself but rather serves the protection of 
the country. Austria has shown its solidarity and not its 
neutrality before, for example in the Gulf war. 


On 5 October the EC Foreign Ministers Councii will deal 
with Austria's membership application. 


As far as the “two-speed Europe” 1s concerned, a matter 
that was brought up in the wake of the monetary prob- 
lems of the past few weeks, Kicstil stated that he does not 
have the impression that this issuc 1s high on the agenda 
at the moment. 


It is true that in the debates over the past few weeks it has 
turned out that there are two groups in Europe, of which 
Austria was always included in the group of economi- 
cally successful countries. Nevertheless, he does not 
believe that the EC will be divided, Kiestil stated. 














Belgium 


Report on Kohi Visit, European Monetary Union 
AU3009141392 Hamburg DIE WELT in German 30 
Sep 92 p 13 


[Report by “Co.”: “No Lone Action by Paris and Bonn”) 


[Text] Bonn/Luxembourg—Chancellor Helmut Kohli has 
rejected a Bag gph gh gen During a brief visit to 
Luxembourg, he said, in agreement with his host, 
Jacques Santer, that such a Europe would take away 
pressure from the weaker members to prepare for the 
ambitious goal of monetary unson. Kohl said that reports 
on an allegedly planned German-French lone action on 
the road to monetary union were an “invention.” He 
stressed: “Currently ari incredible amount of rumors are 
foe SERGE GS Ce Cee Cay Comes Som 


The chancellor's aides in Bonn confirmed that at their 
meeting in Paris on 22 September, Kohl and French 
President Francois Mitterrand did not even broach the 
topic of a German-French lone action. “Some people in 
the Christian Democratic Union/Christian Social Union 
{CDU/CSU] may have had such ideas—but not the 
chancellor,” sources close to the chancellor said, refer- 
ring to statements made by CDU politicians like Kar! 
Lamers, who had said that the idea of a two-speed 
Europe “is in the air, so to speak.” Lamers noted that he 
has long “considered this an option that we will probably 
have to use.” On the other hand, some of the chancellor's 
aides siressed that on the basis of the Maastricht treaty, 
it would be examined in 1996 which members met the 
criteria of monetary union. Then there could indeed be a 
two-speed Europe—however, in the framework of the 
treaty, not against it. 

Kohl admitted in Luxembourg that Germany, too, does 
not at present meet the strict conditions to take part in 
monetary union. He is, however, convinced that Ger- 
many will meet the conditions by 1996. In principle, the 
chancellor stressed: “We are resolved to continue on the 
road that was defined in Maastricht.” The point now was 
for all EC states to ratify the Maastricht treaty. There- 
fore, considerations on whether European unification 
should proceed at different speeds were “rather an 
academic discussion,” said Kohl. 

According to the chancellor, one of the main tasks of the 
EC special summit in Birmingham on 16 October will be 
10 agree to measures so that the Brussels “regulation 
mania™ is not only curbed but stopped. “If Europe is 
marked by an atmosphere 10 an aseptic 


operating room, we should not be surprised that aversion 
is growing,” said Kohl. 


union can be met. In an interview with the Hamburg 
weekly STERN, she particularly rejected every automa- 
tism regarding the third stage of monetary union. 


Today British Foreign Secretary Douglas Hurd will meet 
with his counterpart Klaus Kinkel in Bonn. They will 
discuss the EC special summit and the current debate 
over Europe. Both sides are obviously seeking to miti- 
gate the tensions thai have arisen. 


Cypriot President Visits, Seeks To Join EC 


NC2909220492 Nicosia CyBC Television Network in 
Greek 1855 GMT 29 Sep 92 


[Text] Belgium supports Cyprus’ efforts for full member- 
ship in the EC. At the same time, it supports the UN 
Oey Gene's eleva Sir 9 coneen Gf Ge eee 
problems. This assurance was given by Robert Urbain, 
Belgian foreign trade and European affairs minister, to 
President Vasiliou at a meeting that they held in Brussels 
this afternoon. The meeting was also attended by For- 
eign Minister Yooryios lakovou. 
A broad review of bilateral relations took place at the 
meeting, and as Urbain mentioned, relations between 
Cyprus and Belgium in the last two years have not ceased 
developing in the economic, commercial, technical and 
technological fields. President Vasiliou and Jacques 
Delors, president of the EC executive commission, and 
other EC officials will discuss tomorrow evening Cyprus’ 
relatuons with the EC, giving special emphasis to Cyprus’ 
application. 
After the meeting Urbain stated that Belgium remains a 
warm supporter of Cyprus’ presence in the EC. Of 
course, he added, there are obstacles that musi be 
overcome. The results of the referendums in Denmark 
and France may perhaps create a climate of uncertainty 
which Europeans must clarify. He also said that at the 
EC summit meeting on 16 October, communal Europe 
should redefine its targets and respond to the expecta- 
tions of some friendly countries, including Cyprus. 
President Vasiliou expressed satisfaction with Belgium's 
position. [Begin Vasiliou recording) | am very happy 
because Belgium is a steadfast supporter of our efforts 
for a positive opinion by the EC Commission, which will 
open the way to negotiations for Cyprus’ full member- 
ship in the Community. Beigium is also a sicadfast 
supporter of the UN secretary general's effort for 
progress and a solution to the Cyprus problem. In this 
sense, | am very satisfied with this meeting with the 
responsible Belgian minister of European affairs. [end 
recording} 











FBIS-WEU-92-191 
1 October 1992 


Police Uncover Plot To Assassinate Kohi 
AU0! 10081692 Hamburg BILD in German | Oct 92 
pp i.2 


a, SO Cees Sees Canes Aa 


[Text] Red alert for the FRG security authorities: An 
attack on Chancellor Kohl (62) is planned! An unknown 
autonomous commando plans to carry out the attack 
during the German Unity Day celebrations in Schwernn 
on 3 October. Police have intercepted the precise 
schedule of the terrorists. In addition, apartment 
The terrorist commando's plan of attack noted down 
exactly where the chancellor will be after landing by 
helicopter in Schwerin: at a 1015 mass in Schwerin 
Cathedral, at 1200 at an official ceremony in the Schw- 
ern State Theater, and at 1700 at a sports gala in the 
( ongress Hall. 


GERMANY 


pound's retreat from the exchange rate mechanism. 


After meeting German Foreign Minister Kiaus Kunkel, 
Mr. Hurd said: “The relationship between Britain and 


Europe are telling us, not just in the countries which 
have had referenda, but in the countnes like Britain and 
Germany which have parliamentary procedure.” 


He was asked whether he had come to Bonn to aponygise 
for comments by the Chanceilor, Mr. Lamont. “I did soi 
come here to comment on other peopic’s comments, but 
to talk about the way forth,” said Mr. Hurd. Mr. Lamont 
has blamed Germany and its high interest rates directly 
for the crisis in the European Monetary System, and the 


Hurd, Kinkel on Maastricht Treaty 
LDO1 10080192 Berlin DDP in German 1500 GMT 30 
Sep 92 


ext} Bonn (DDP)}—British Foreign Secretary Douglas 
urd spoke in favor of ratifying the Maastricht treaty 
“as quickly as possible.” Following talks with his 
number Kiaus Kinkel, Hurd told cor- 


German 








Moellemann Urges ‘Differentiated’ Wage Policy 
AU3009 134392 Duesseldorf HANDELSBLATT in 
German 30 Sep 92 p 3 


[“fo” report: “Moeliemann for Wage Contracts Differ- 
entiated According to Region and Sector™] 


ext] Berlin, 29 Sep—Economics Minister Juergen 
has renewed his demand for a “wage policy 

that is differentiated according to regions and sectors.” 
The current agreements among the parties to the wage 


German industry's machine-building and vehicle- 
construction sectors now have announced that they will 
shift production to other countries. eastern 
Germany as an industrial location, in view of the undif- 
ferentiated wage development. the minister said that he 
cannot blame any investor if he prefers alternatives in 
the East European countries. 


The Free Democratic Party of Germany politician 
pointed out that the automaker Opel, for instance, can 
certainly live up to Western standards im its new and 
modern factory in E:senach and might perhaps surpass 
the production facility in Ruesselshcim. Consumer 
goods producers in eastern Germany, on the other hand, 


are struggling with the adjustment of wages.” 
The effects of the loss of any kind of price flexibility 
because of the high wage costs, while facilities 


Ue 


wages and productivity 1s intolerable in terms of employ- 
ment policy, the minister stated. 


Even though Moellemann stressed his commitment to 
autonomy in collective bargaining, he admonished the 
parties to the wage negotiations in Berlin to “correct 
musdevelopments,” which, by the way, would also be 
necessary in other areas. In western Germany, too, it is 
necessary to brake the growth of unit labor costs and to 
return to more moderate wage growth Moeliemann 
referred to the years up to 1990 in this connection. 


To support the reonmentation of the castern German 
cconomy. in particular toward Western markets, the 
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find jobs right after completing their training.” Thus 
Fiach's office will remain Nordhausen’s largest sponsor 
for a long time to come: “It does not make me at all 
proud to have spent DM900 million last year.” 


With boom and bust at the same time, Nordhausen is the 
guard of the east: Someday pay will rise to 
levels, but those without a job may well be left 


Industry and Commerce: “The mass employment that 
we had in our best days—that will never come again.” 


Economic Institute on ‘Failed’ Bundesbank Policy 


92GE0S08A Berlin WOCHENBERICHT-DIW in 
German 3 Sep 92 pp 429-433, pp 435-436 


{Cerman Institute for Economic Research Report No. 36 of 
3 September 1992, Berlin, prepared by Friederike 
Behringer, Ellen Kirner, and Erika Schultz: “Monetary and 
Credit Expansion Does Not Signal Inflation at This Point™) 


ext} At the end of July, two weeks after the most recent 
in the discount rate, the DIW [German Institute for 
Economic Research] described the monetary policy of the 
German Bundesbank as failed.’ What is needed is not a 
tightening but a rapid loosening of the monetary policy 
reins. The overall economic demand and the labor market 
are already generating a tendency to curb the cost and 
price surge. Al the same time, the danger is growing that 
the recessive tendency in western Germany and the crisis 
in eastern Germany would intensify and that an upswing 
in the global economy, which is also necessary for the 
recovery process in eastern Germany, might not get under 
way. This fear is reinforced by the most recent economic 
indicators. At that time, the criticism of the monet-ry 
policy course of the Bundesbank was broadly based, so 
that it was not posrible to go deeper into it in every respect. 
That is why some of the arguments defended by the 
Bundesbank in its most recent monthly report will be 
examined here. 


The Bundesbank's Views of Monetary Theory 


The DIW notes a recessive tendency which could be 
countered with an “eased” monetary pclicy. The 
Bundesbank, on the other hand, diagnoses only a nor- 
malization—desirable after the unification-based 
boom—of the utilization of capacity in western Ger- 
many, which still does not justify ar. .!' Gear signal in 
monetary policy, since the upward cost and price move- 
ment is still feeding off the monetary side. 


FBIS-WEU-92-191 
1 October 1992 


The Bundesbank thus brings forward in partic=lar detail, 
in the August 1992 monthly report, arguments which can 
be summed up as follows: 


—The M3 money supply, meaning the M! moncy supply 
plus deposits with a term of less than four years and 
savings with no withdrawal notice, has been growing 
too fast in the past year as well. It is expanding at 
annual rates of 8 to 9 percent and is constanily 
cectiian de chimiatte Gao Gh dane ~o 
percent. A “monetary expansion, which for a 
ee eM pa Fp Pry fats ma 
resources of the German economy, (would) facilitate 


have already been 
stability risks” (August 1992, p 19). 


—With comparatively weak capital formation, “a signif- 
icant reason” for increasing the money supply is the 
credit expansion by the banks, for which the “princi- 
pal driving force” is the expansion of bank credits to 
companies and private persons (June 1992, p 10 and 
August 1992, pp 17, 23). A large portion of the bank 
credits to eastern German enterprises is directly and 
indirectly “interest-subsidized.” This does not only 
lead to incorrect allocations of labor and capital but 
also influences .nd delays the global effects of mone- 
tary policy measures (August 1992, pp 16, 17). In 
order that the same effect may be achieved as without 
thes: subsidies, interest rates should be higher (August 
1992, p 29). 


—More credit expansion is necessary for building up the 
eastern German economy, to be sure. But in order to 
avoid the dangers to price stability in the long run, the 
credit expansion would have to stay within the limits 
of “domestic savings” (press conference after the 
meeting of the Central Bank Board of the German 
Bundesbank on 16 July 1992) or “move within the 
limits of the potential for longer-term savings forma- 
tion” (August 1992, p 17). 


—In addition to the statistically recorded capital formation, 
there is potential capital formation in the form of tempo- 
rary parking of money at the relatively high- 
interest-bearing, fixed-term deposit level, which 1s part of 
the M3 moncy supply. This portion does not prove an 
asset, however, since the formation of fixed-term deposits 
is overwhelmingly at the expense of low-interest savings 
at the passbook rate anc non-interest-bearing sight 
deposits, so that this involves mostly a “money supply- 
neutral” shifting within the M* money supply. (June 
1992, p 13 and August 1992, p 18.) 


Especially in need of interpretation is the Bundesbank's 
thesis that credit allocation should be kept within the 
framework of domestic savings in order to avoid infla- 
tion. In economic theory one speaks of an impulse for an 
expansive process when the planned investments exceed 
the planned savings, whereby, ex post facto, at an cle- 
vated investment and income level, the result 1s always a 
balance of investments (in part prefinanced with credits s) 


and—made possible by the increased income—savings. 
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Must Lending Remain Within the Limits of Savings? 


The thesis that bank credit expansion, that is to say, the 
increase in bank loans to companies, must stay within 

the framework of domestic savings can be disproved 
~ several arguments. One objection is that the 


tial, but, on the contrary, a weakening of the western 
Germany economy, which has lasted for a year, and 
prolonged adjustment difficulties by the eastern German 
economy. The western German companies must largely 
incur additonal debt because—with a slow increase in 
net investments—their own funds from undistributed 
profits and capital transfers are tangibly shrinking. In 
eastern Germany the companies need credits not only to 
finance increasing net investments, but also in order to 
make up for losses (see the table on “Financial Balances 
of the National Economy”). In the second half of 1991 
and in the first half of 1992 combined, net investments 
in Germany, amounting to 263 billion German marks 
[DM], exceeded the investments of the same period the 
year before (DM219 billion) by DM44 billion. At the 
same time, self-generated resources declined from 
DM 129 billion to DM68 billion, that is to say, by DM6! 
billion. The finance deficit of the German companies, 
meaning the excess of their borrowing over their asset 
formation, increased from DM90 billion to DM195 
billion, that is to say, by DM105 billion. 


The table also delivers arguments against this thesis, 
that, in order to avoid inflation, lending must be con- 
ducted within the limits of domestic savings. These 
savings can only have been meani in the sense of excess 
funds of private households; after all, this income sur- 
plus is the source from which direct loans by both 
financial institutions and securities markets cover the 
finance deficits (income deficits) of the state and the 
companies.’ In western Germany these financial sur- 
pluses were usually—from 1985 to 1990 even exces- 
sively—larger than the finance deficits of state and 
companies taken together. Consequently, western Ger- 
many mainly had income or cash surpluses ‘ :ade bal- 
ance surpluses) vis-a-vis other countries. 


From 1991 on, government and business finance deficits 
have exceeded the financial surpluses of the private 
households, so that Germany achieved finance deficits 
(trade balance deficits) vis-a-vis other countries. 
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The requirement by the Bundesbank to bring credits into 
agreement with domestic savings 1s accordingly aimed at 
the recommendation that one should give up trade 
balance deficits and also no longer—as for decades— 
accept trade balance surpluses. In fact, however, a bal- 
anced trade cannot be a sensible goal for Germany, just 
as balancing the budget of, for example, a region of a 
land or a city does not make sense. On the contrary: 
Right now, because the eastern German economy has to 
be rebuilt, trade balance deficits and the market-based 
net capital importation connected with them are more 
urgent than ever. 


The attempt to contain price rises by damping general 
economic demand by means of monetary policy could 
certainly be successful. But whether the credit expan- 
sion—an important indicator for the Bundesbank—can 
actually be noticeably slowed is quite doubtful, because 
the curtailment of investments caused by the monetary 
policy leads to lower income for the producers of invest- 
See, Soares See a oan eee 

state (tax revenue losses). For this reason an (involun- 
tarily) increased demand for credit initially occurs, 
which at least partially compensates the investors for the 
lower demand for credits. Further, perhaps, it may be 
that by curbing the available income, primarily the 
drawings of the self-employed, the financial surpluses of 
the private households and thus the “framework for the 
credit expansion™ will be suppressed. Far more signifi- 
cant than that, however, are the “real” consequences: 
Such a restrictive policy undermines the basis for 
rebuilding the eastern German economy, namely the 
investments, the capital importation, the growth of the 
western German economy and—ihrough a reduction of 
German imports and adaptation to the higher German 
interest rate level—the growth of the economy abroad. 


The Bundesbank as wel! states that “the financing of 
private investments, housing construction, and the infra- 
structure of the new laender (undoubtedly requires) a 
stronger expansion of credits” (August 1992, p 17). But it 
warns against two things: First, a long-term subsidization 
of investments and investment credits promotes an 
incorrect allocation of production resources. Second, 
because of the subsiaies a large part of the credit demand 
is not elastic with regard to interest, so that interest rates 
must be higher than without subsidies, in order for the 
same restraining monetary policy effect to be achieved as 
without these subsidies. The warning against long-term 
subsidizing of capital must undoubtedly be taken seri- 
ously. But it is also correct that, with a potential-oriented 
monetary policy, interest-insensitive government and 
private borrowers dash in and with higher prevailing 
interest rates could “squeeze out” other borrowers. But it 
would be wrong if the Bundesbank were to take the 
subsidized eastern German demand for credit as a 
reason to reinforce, by means of additional restrictive 
measures, an increase in interest rates based on the 
market. The Bundesbank does not explicitly indicate 
whether it tends toward this, but it gives cause for 
thinking that it requires the credit expansion to move 
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“within the limits of the potential of longer-term savings, 
if the danger to price stability 1s to be avoided in the long 
run” (August 1992, p 17). This can only mean that, in the 


Does of the M3 ! Have 
Expansion Money Supply an 


the Bundesbank makes use of monetary national 
accounting, the most important results of which are 
given in the table in the section “Increase of Assets and 


system. It increased from DM231 tillion (mid-1990 to 

mid-1991) to DM266 billion (mid-1991 to mid-1992). 

At the same time the formation of capital decreased from 

DM163 billion to 143 billion (third line from bottom). 

Consequently, the growth of the M3 money supply 

| —~ 1 p_eeienaseaaatepreiaemie 
ine). 


Thus, the starting points for a dampening of the money 
supply expansion appear clear: The Bundesbank must 
take care to increase interest rates for credit and capital 
so that the credit expansion is throttled and capital 
formation is stimulated. But this plausible prescription, 
tased on the M3 money supply, turns out to be unusable 
at present. For the reasons mentioned above—-interest 
subsidizing and losses in the eastern German economy, a 
cyclically conditioned drop in the western German com- 
panies’ own funds—the credit expansion continues 


An increase in the interest rates, primarily in the pension 


tains primarily money which is not intended for 
spending but ultimately for long-term investment. 


German verse interest rate gap contributes to a 
stronger growth of the M3 money suppiy than the Mi 
money supply. In the United States, where short-term 
rates 


Bundesbank in the first two decades afier the 1948 


currency reform: the M! money supply, meaning the 
sum of cash and sight deposits! 


The Bundesbank justified replacing the Mi moncy 
supply indicator with more broadly defined aggregates 


sight deposits, the potential spending potential, namely 
liquid term deposits and savings, had to be taken into 
account. But one may object that, as shown, the defini- 
tion of “real” capital often presents major difficulties. 
On the other hand, the preference for broadly defined 
money supplies is based on the fact that they do not react 
nearly as strongly and—for that same reason—do not 
fluctuate as greatly as the M1! moncy supply. But pre- 
cisely that which is regarded as a disadvantage with 
regard to the M1! money supply, namely the sensitivity to 
interest rates, is its strength from a financial standpoint: 
It is the interest rates which are the driving force in 
transmitting monetary policy impulses to the national 
economy. Over and over, with the exception of the years 
1990/91, it has turned out that the tendency toward 
change in economic activity due to the tendency toward 
change in the expansion of the M! moncy supply, for 
example, in domestic demand or industrial production, 
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is more reliably indicated than through the tendency remained almost unchanged for at least 18 months. But 
toward change in the expansion of the M3 moncy supply § the German monetary policy is also 

or the central bank money supply.4)of 1980totheendof efficacy of the U.S. monetary policy aimed at 
1982 and the recovery in 1983 were very much better _=rate reductions. The Bundesbank and the U.S. central 
anticipated by the tendential movement of the rates of bank are able immediately to control money market 
change in M1 than by the tendential develojwment of M3. _— interest rates with their money market policy 
While even the absolute value of the MI money supply § ments (pension rate, federal funds) and thus enforce 


$3 


ultimately sank, the M3 money supply remained contin- § considerable disparity in money market interest rates 
wously strong in reaction to the inverse interest rate which is over 6 percent. But it is different with the bond 
structure. Despite the monetary potential, (allegedly) | markets, which are tied to the international union. To be 
established by it, the inflation rate dropped withintwo sure: Due to the floating dollar, the changes in the 
years from 7 percent to 2.5 percent. interest rate gap in these markets were greater than in the 

EMS and were reflected not only in capital movements 


The Loosening of German Monetary Policy Is Overdue! Which pressed for interest adjustments, but also 1 


At the end of 1974, the Bundesbank took over fromthe US. ; 

monetarists the concept of a potential-oriented money = drop in the dollar exchange rate. But, all in 

supply policy, but not their M1 money supply indicator. mutually magnetic attraction is so strong between 

If it had done so, much would have been different: For bond markets that a major upward change i 

example the recession from early 1980 to the end of 1982 German bond interest rate is prevented, just 

would have turned out to be less acute. And: With the major downward change in the U.S. bond rate. 
t of the MI money supply so far in the 


developmen 
course of 1992, the Bundesbank would not have been 
able to justify tightening the course of its monetary Undoubtedly the Bundesbank should not be advised to 
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The tightening of the German interest rate policy is the danger of recession is greater and the danger of 
causing the partners in the European Monetary System _inflation is reduced, the Bundesbank should not hesitate 
(EMS) to refrain from lowering domestic interest rates, to lower its interest rates. In Europe this would free up 
something that is desirable from the standpoint of eco- —_— the path toward a general interest reduction policy and 
nomic policy, in order to avoid devaluation. The interest in the United States would lead to the long-awaited 
rate gap between the (higher) average loan interest inthe = interest reduction in the bond market as well. The 
EMS nations and the German loan rate has thus _ tensions in the currency markets are also likely to case. 





Financial Balances of the National Economy 



























































in billieas of DM 
1990 1991 1992 
24 Half Ist Half | 24 Half Ist Half 
Companies in Eastere Germany 
Self-generated funds! , 4 19 3 
Net investments 4 19 19 28 
= Financial balance $ 23 38 3 
( empanrs in Western (-ermany 
Self-generated funds! 68 66 $3 37 
Net investments 91 105 103 113 
= Financial balance 23 9 $0 16 
( empanies in (-ermany. total 
Self-generated funds! 67 62 M4 44 
Net investments 95 124 122 14) 
= Financial balance 28 62 88 107 
Financial balaeces in Germany, total 
Private households +o + % e106 +13 
Government $8 % 32 
Companies 28 62 88 107 
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Financial Balances of the National Economy (Continued) 
i= billiees of DM 
1998 1991 1992 
24 Half ist Half 24 Ha ist Half 
= Financial balance +24 24 20 - 2% 
versus other nations 
For Companson: Increase of Assets and Liabilities in the German Banking System 
Credits to 
Companies and private 113 105 154 122 
persons 
Government agencies «#0 il i? 12 
Credits, total 163 116 171 iM 
Net foreign assets 33 #) 33 % 
Miscellaneous positions - 10 - 21 -8 - 
Total 176 $$ 1% 70 
Monetary capital 78 85 70 73 
M3 money supply* 98 w 126 5 
Total 176 $5 196 70 




















| Without 


depreciation. 
2Domestic nonbanks Cash and sight deposits (M1) as well as fixed-term deposits with terms below four years and savings with no withdrawal 





Sources. Quarterly National Economic Accounting by the DIW. Deutsche Bundesbank, Monthly Report for August | 992 





1. See “Verfehitc Geldpolitik” [Failed Monetary Policy], 
edited by: Heiner Flassbeck, in WOCHENBERICHT 
DES DIW, No 31-32/92. 


2. See the issue WOCHENBERICHT DES DIW, p 388, 
mentioned in footnote |. 


3. Frequently, domestic or national savings are more 
broadly defined, above all when including the savings of 
companies, that is to say, undistributed profits, or the 
net asset transfers. These savings cannot be meant by the 
Bundesbank as a framework for credit allocation, 
because these self-generated funds are used to reduce 
credit demand. 

4. In the period from the first quarter of 1976 to the 
fourth quarter of 1989 estimates of 
the (simple) relationship between the growth rates (com- 
pared with the previous year) of real, private spending 
(investment and consumption), on the one hand, and the 
growth rates of the MI money supply, running half a year 
ahead, on the other hand, yielded a coefficient of deter- 
mination (R7) of 0.68; the coefficient of determination 
for the estimate for the M3 money supply 
is only 0.26. The determination is are some- 
what lower (0.66 and 0.25), if instead of the real private 
spending the real domestic spending (gross social 
product minus external contributions) is used as the 
variable “to be declared.” In the phase of the adjust- 
ment-conditioned boom and the structural adaptation 
process in the monetary sector of eastern Germany, to be 
sure, all monetary indicators have lost a considerable 
measure of ability to predict. See “Geldpolitik 1991: 


Erstmals auf cin gesamideutsches Geldmengenziel aus- 
gerichtet” [Monetary Policy 1991: For the First Time 
Aimed Toward an All-German Moncey Supply], editor: 
Reinhard Pohl, in WOCHENBERICHT DES DIW, No 
13/1991. Also: “Geldpolitik: Sind die Weichen fuer 
einen verschaerften Restriktionskurs gestellt”” [Mone- 
tary Policy: Are the Switches Set for a More Restrictive 
Course?], editor: Reinhard Pohl, ins WOCHENBER- 
ICHT DES DIW, No 7/1992. 


Poll Shows Economic Concern, Lower CDU 
Support 


92GE0S06A Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 9 Sep 92 p 5 


[Article by Dr. Renate Koecher: “The Eastern Germans 
Are Shivering in Freedom: Confidence in the Market 
Economy Is Shrinking, Despite Slow Increase in Pros- 
perity”] 

[Text] Confidence in the market economy is declining 
rapidly in the new laender. There was a lot of confidence 
in it following unification. At the time, 77 percent had 
high regard for the social market economy. In February 
1991 it was only 53 percent and in the summer of 1992 
a mere 44 percent. 


The stability of a market economy depends in large 
measure on the readiness of the population not to allow 
the government to invalidate the consequences of the 
free market. At the moment, there is a growing tendency 
in the new laender to pressure the government not to 
permit nonsurvivable companies to go bankrupt. One 
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powingempation 10 wre up on markt mechan 
t intervention. 


Two years ago most people in eastern Germany believed 
that rises in wages and salaries have a bearing on the 
chances for rapid economic upturns and were in favor of 
linking wages to industrial productivity. These basic 
tenets of economics have since been discarded-—not 
without the assistance of western German interest 


Al present, people feel that the government should do much 
more for eastern Germany. 80 percent feel that the measures 


taken thus far are inadequate. In the fall of 1991 44 percent 
considered the progress made in rebuilding castern Ger- 
many a great achievement. Today, 38 percent 
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houses or apartments have already been . 
middie of last year 37 percent said that medical 
improved—as against 59 percent today. 

Conditions in those industries which have 
restructuring are also improving. Fewer and fewer j 
holders are complaining about inadequate technical 
equipment at their place of work or about bloated 
bureaucracies, about rationalization measures resulting 
in dismissals, about unmarketable and major 
environmental pollution resulting 
duction and about fellow workers and management 
personne! who cannot or will not adapt to the economic 
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Financial conditions of private houscholds are also 
en» Ome G Ce peers Se es See 


They also miss predictable chances for the future. pro- 
fessional opportunities, and constant living costs— 
above all rents and food prices. There is growing concern 
about the fact that the society 1s steadily becoming colder 


and more egotistical. 


In the struggle between the ideals of freedom and 
equality the desire for as much equality as possible, 
which relieves the individual of responsibility, has once 
more gained the upper hand. No one has prepared the 
Sepente See Setaaty Se Co ree ae 
are the price of freedom. People may not want to turn 
back the clock; but they are shivering in the climate of 


ia 


Increasing | neasiness 


High tension in Germany 1s continuing. Seventy percent of 
those interviewed in western Germany and 75 percent of 
those in eastern Germany are worned. In the old lacnder, 
worry about a serious economic reversal 1s hardening. In the 
new laender, impatience and anxiety about the fact that the 
worst may not yet be over are growing. 











Polls conducted on behalf of this newspaper and Sait | 
[television station] show that the mood in western Ger- 
many is gloomier than in eastern Germany. Forty-three 
percent of western Germans and 36 percent of eastern 
G . od 


| 
. 


Ad Hoc CDU-SPD Asylum Law Coalition Viewed 


92GE0531A Hamburg DER SPIEGEL in German Vol 
46 No 39, 21 Sep 92 pp 18-19, 21 


[Unattributed article: “A Second * A Grand 
Ad Hoc Coalition on Asylum Law, Out of Fear of the 
New Right] 

{Text} lt was after 2100 when last Tuesday the 
two gentlemen met for a late supper in a secluded corner 
of a restaurant in Saarbruecken: Oskar Lafontaine and 
Wolfgang Schaeuble. At the beginning of this year, the 
two, who in 1990 in short succession had become victims 
of assassination attempts, had met secretly once before 
on the Saar. Another encounter in Bonn had been 
canceled by the deputy SPD chairman during the 
summer because of the affair surrounding his early 
retirement. 


The next morning, Lafontaine was celebrating his 49th 
birthday, another Christian Democrat from Bonn 
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between now and then does not manage to demonstrate 
total idiocy.” 


In the restaurant and at the office the current and 
sensitive topic was at the very top of the list: The 
controversial change of the asylum law, the new right 
wing extremism in the unified Germany. 


Lafontaine offered fresh impressions and perceptions. 
Just then it had been his job to calm down Algerian 
asylum applicants, including many pregnant women and 
even more children. In a shelter for asylum seekers in 
Saarlouis the police had found a pipebomb with 900 
grams of explosives. 


After the discussions with the CDU/CSU [Christian 
Democratic Union/Christian Social Union] caucus 
chairman and the defense minister, Lafontaine showed 
himself to be unusually supportive of the state. “The 
question is to attain results accepted by the population, it 
is not a matter of apparent coalition speculations. For 
that purpose some people have to remain capable of 
engaging in discussions.” 

Generally speaking, Lafontaine is following the maxims 
of this party chief, Bjoern Engholm: The SPD [Social 
Democratic Party of Germany] is throwing off ideolog- 
ical ballast, demonstrating that is is capable of gov- 
erning, and searching for “ad hoc coalitions” (Engholm) 
with the government. 


In various interviews, the man from the Saarland 
explained what he is willing to sacrifice for his party: The 
turn away from the up to now sacrosanct individual right 
of asylum guaranteed in Article 16 of the Basic Law. 
According to Lafontaine, “we practically can no longer 
guarantee” the claim of every refugee to examination of 
his case; the Geneva Convention on Refugees, he said, 
must suffice. 


Lafontaine’s solo act, which goes even beyond Eng- 
holm’s asylum turnabout, fits into the political land- 
scape. The unimpeded flow of refugees—in 1992 there 
probably will be more than 400,000 persons asking for 
asylum—and the growing right-wing radicalism are 
forcing the Social Democrats to abandon positions, 
which, until a short time ago, were regarded as irrevo- 
cable. 


Those who do not take cognizance of the “reality of 
uncontrolled immigration” and the “abuse of the right of 





His colleague in Hamburg, 

onded: “If things continue this way, we will lose every- 
thing.” The growing competition between immigrants 
and Germans for housing and jobs, kindergartens and 
schools, he said, assures, even in the “tolerant” 


See GS Conteung premiers Some ee Sepearans 
og Oe German People’s Union [DVU] at “25 percent 
more.” 


And, as in the past, many a hectic proposal concerning 
how to cope with the throng of foreigners promises more 
than it can deliver. Lafontaine’s quick reference to the 
Geneva Convention on Refugees is a case in point. 


That, for example, a refugee is threated with torture in his 
homeland, is no reason for asylum in the sense of Article 16 
according to German jurisprudence. But he finds protection 
nevertheless—-thanks to the Convention on Refugees, which 
prohibits the deportation of “a refugee in any manner across 
the borders of areas in which his life or his freedom would 
be threated because of his race, religion, nationality, his 
membership in a certain social group, or because of his 
political convictions.” 


In fact, the permanent debate about Article 16 distorts 
the view of the true causes of the German refugee 


problem: 


—The dramatic rise in the number of persons secking 
asylum is the direct consequence of the—since the 
collapse of the communist bloo—open border to 
Eastern Europe, with a constantly increasing drop in 
prosperity, 


—In spite of ali the acceleration measures, the asylum 
proceedings still go on indefinitely. This opens up the 
prospect for many applicants that in the end, in spite 


number of those deported remains far behind the 
strong demands of the politicians. 


The most recent amendment, too, according to which 
“obviously unfounded” asylum applications are to be 
dealt with in special proceedings, if possible within six 
weeks, is only slowly getting under way. Everywhere the 
establishment of community shelters is slowing down, 
the Federal Agency for Refugees is having a hard time 
filling the permanent positions approved long ago. The 
consequence: In August the number of unprocessed 
applications had increased to about 388,000. 


— special circumstances inherent in his 


.. 

—has already been deported from another country the! 
observes the Geneva Convention; or 

—falls within the asylum competence of another country 
with his application on the basis of treaties under 
international law. 

“Most of the recently proposed measures,” Hans- 

Jochenn Vogel, the forme: SPD chairman, pointed out 
ones, Engholm, Lafontaine, and Hans- 

“are also possible without constitutional 


is not only talking. At the end of 
August he was the first politician on the national level to 
go to Rostock and engage the enraged citizens and 
stonethrowers in discussion in front of the home for 
asylum seekers in the city district of Lichtenhagen. “If 
we do not overcome the violence, a second catastrophe 
can happen.” Last week Vogel demonstrated solidarity 
with the foreigners who were attacked: He spent the 
night in the home for asylum applicants in Eisenhuet- 


af 


In the SPD Executive Committee, the lawyer, who 
earned top grades in law school, remained in the 
minority. The majority in the Executive Commitice 
expressly put it in writing that it will set in motion the 
necessary constitutional changes. 
Hamburg's Voscherau wants to keep the interventions in 
the Basic Law to the absolute minimum. According to 
his proposal, the classic individual nghis formula of 
Article 16 (“Politically persecuted persons enjoy the 
right of asylum”) is to be supplemented by the passage: 
“According to” the conventions on human nights and 
refugees. Moreover, in the future Voscherau no longer 
wants to have asylum decisions by the administration 
scrutinized by the ordinary courts, but by grievance 
committees. However, in order not to have to tinker with 
the legal procedure guarantee of Article 19, Paragraph 4, 
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imcreased the personne! in the office—of course, never 


before on as extensive a scale as now. 
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[DER SPIEGEL) And what was the reaction” 


[Schroeder] Engholm made st plain that he thought 
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[Schroeder] These abstract figures do not mean anything 
to me. I would like to know which roads, which hospi- 
tals, and which institutions of higher learning have to be 
built at which locations in eastern Germany and which 
projects in western Germany will have to be postponed. 


[DER SPIEGEL] You have used stronger in the 
past, ¢.g. “The western Germans are sick and tired of 
having to pump more and more moncy into the cast.” 


[Schroeder] There is something to that, after all. And at 
this point my own party is talking too little about the 
social protection role it has to play for people in the old 
laender. At present, German unification is being funded 
far too much by the little people in western Germany. 


[DER SPIEGEL] You are thereby running the risk of 
being suspected of wanting to put up the wall again. 


[Schroeder] That would be wrong. The SPD must protect 
the littie people in western Germany against being 
deprived of what they have worked for and explain to 
them at the same time which financial burdens they will 
have to continue bearing to pay for which projects. And 
we must tell the people in eastern Germany that it will 
take 15 or 20 years rather than just five or cight years 
until they attain the western German standard of living. 


[DER SPIEGEL] Negotiations on the reform of the 
revenue sharing formula between the government anc 
the laender will start soon. Finance Minister Waigel 
recently put the old debt incurred by the former GDR, 
which was earlier estimated to be DM350 billion, at 
DM:500 billion. If Waigel’s position carries the day and 
the old laender are made to pay that debt, laender like 
Lower Saxony will go bankrupt. 


[Schroeder] The sole remaining laender in western Germany 
which would benefit from revenue sharing would be the 
Saarland and Bremen. If that happens. al! | can say is good 
luck. | would then have to let 10,000 teachers go in Lower 
Saxony. It is easy to figure out what an impact such a debate 
would have on the unification issue. That is why my 
suggestion for the Bundestag campaign strategy 1s to tell the 
truth; make fewer promises and openly say that greater 
efforts will have to be made in eastern Germany. Then the 
outcome will be better. 


[DER SPIEGEL] In view of the fact that the major 
parties are beginning to come together on the big issues, 
isn't it likely that the 1994 election campaign will be a 
battle ot personalities, i.c. between an updated Engholm 
and an old Kohl? 


[Schroeder] A very much updated Engholm, if you 
please. But aside from the fact that I do not see the 
parties coming all that much closer together, | must warn 
against too much personalization. The election cam- 
paigns of Johannes Rau and Oskar Lafontaine have 
shown that it is not enough to have a good man at the 
head of the ticket. In both of those elections the back-up 
team was missing. 
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{DER SPIEGEL] At what point should Engholm present 
his team? 


[Schroeder] Perhaps the extraordinary party congress 
would be the nght occasion—so that it does not miss the 
boat entirely—te make two things clear. First, the final 
decision on the candidate for chancellor and his team 
and, second, a clear statemeut on substantive issucs. 


[DER SPIEGEL] Are you available for joining such a team? 


[Schroeder] Unfortunatelv that does not work out for me 
because of scheduling—in 1994 the election in Lower 
Saxony is the first in a series of landtag elections prior to 
the Bundestag election. That is something | will have to 
do rnyself. 

[DER SPIEGEL} If you are reelected as minister- 
president, will you stay in Hannover for another four 
years? 


[Schroeder] Yes. Where else should I go? There is no 
opening at the United Nations in New York. 


[DER SPIEGEL] Mr. Schroeder, we thank you for this 
interview. 
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{Unattributed article: ““Oh, Lord, If Stolpe Falls’: How 
Long Can Stolpe Hold On?"} 


[Text] Social Democrat Wolfgang Birthier began to 
stammer before the running camera. When the reporter 
from SPIEGEL TV asked the chief of the SPD [Social 
Democratic Party of Germany] group in the Potsdam 
parliament what would happen if it should turn out that 
Birthler's party friend Manfred Stolpe had Erich Mielke 
to thank for his GDR Medal of Merit, Birthler first heid 
forth: “Nothing will come of it. The MfS [Ministry for 
State Security—Stasi] decorated its own people. For me 
it was unusual for the MfS to decorate any other people.” 


And if there really was something to it” 


Birthier stammered: “I cannot even think about that. 
Tha, is quite impossible “ 


Birthier’s stammering marks a turning point in the 
Stolpe case. The “Order No K 3612/78,” signed by Erich 
Mielke on 7 October 1978, in which the Stasi [State 
Security] chief ordered the “Medal of Merit of the 
German Democratic Republic” to be awarded to about 
30 unofficial employees (IM) and Stasi officers in special 
operations (OibE), including IM “Secretary,” alias Man- 
fred Stolpe, shocked even the most loyal supporters of 
the Brandenburg prime minister. 


Manfred Stolpe is becoming lonesome. In the cast, it is 
not just the front of pastors and church people, who have 


found guilty of doping, not even the leaders of the PDS 
[Party of Democratic Socialism], Gysi and Hans 
Modrow, the most loyal supporters of Krabbe, are doing 
In the west, too, support is fading. Even the weekly DIE 
ZEIT, which so far has gone along with every move that 
Stolpe has made to justify his Stasi contacts, broke step 
last week. “Until now,” announced the paper with 


the Stasi, whom he 
May; at least three 
selves of being quite closely linked with the MfS. 


Even more damaging is the fact that, since he first 
revealed his close contacts with the Stasi in DER 
SPIEGEL in January, Stolpe has always admitted only as 
much truth about his dealings with Micike's helpers as 
came to light from new findings in official documents. 


Stolpe did not admit that he was registered with the Stas: 
as IM “Secretary” until the documents came to light. He 
did not remember the names of his control officers, Col. 
Joachim Wiegand and Li. Col. Klaus Rossberg, until 
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they had revealed themselves. And he did not recall the 
GDR Medal of Merit until documents concerning it 
were already circulating. 


He continues to deny vehemently that he has Mielke to 
$0 easily. 

It is almost ironic that of all things an ordinary medal of 
the GDR regime is causing Manfred Stolpe such great 
distress. The decoration intended for the then chief 
consistorial councilor on the 29th anniversary of the 
GDR was awarded, according to the order, “for many 
years of meritorious service...in the strengthening and 
consolidation of the GDR.” 


A veritable plethora of medals was awarded to the 
population especially at the time of the anniversary of 
the founding of the state. Prime Minister Willi Stoph 
signed thousands of certificates for meritorious construc- 
tion workers and for promising spies of Miclke's firm. 
Who should get the award was determined not only by 
Stoph but also by the chiefs of the respective ministries. 


As a rule, Stasi medals were pinned on conspiratorial! 
employees by the leading cadres of the MfS while 
drinking a glass of Rotkaeppchen [Red Riding Hood] 
champagne and after the ceremony were locked up, with 
simultaneous inscription in the personne! file. 


Leading officers of the church depariment of the MfS, 
however, recall exceptions to he rule. When the cert... 
cates were signed only by the prime muinister—Willi 
Stoph in the case of Stolpe—and no cover name pointed 
to the MfS, Mielke’s informers often took the medals and 
certificates home with them. 


Stolpe showed his certificate to party friends and coali- 
tion partners on 20 August in the Potsdam “Residenz” 
Hotel. The Medal of Merit is not damaging to Stolpe 
because he accepted it. The churchman received it 
because he was involved in arranging the conversation 
between SED chief Erich Honecker and Bishop Albrecht 
Schoenherr, chairman of the GDR Federation of 
Churches, on 6 March 1978—a date that was equally 
important for both sides in the establishment of peace 
between the church and the state. 


Hence, Stolpe could hardly have refused the medal. But 
why did he keep silent about it until now? 


Stolpe’s medal is defamatory because 1 came from 
Mielke. In “Order No K 3612/78,” the name of the IM 
“Secretary” was on the list in which about 30 IM's and 
OibE’s were marked down to be honored “for out- 
standing service, high personal preparedness, and pre- 
cise performance of complicated assigned tasks.” 


The Friday before last, the Gauck agency found this 
order in the Stasi Main Department for Staff and 
Training and does not doubt that i 1s genuine. Stolpe, 
declared government spokesman Erhard Thomas, docs 
not know anything “about a supposed directive from 
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Mielke.” He insists that he received the award on the 
recommendation of the state secretary for church affairs. 


But why to this day can the minister-president not 
remember where and from whom he received the deco- 
ration? At the present time, as an adviser to Stolpe put it, 
“the minister-president is still unsuccessfully searching 


The investigatory committee of the Potsdam parliament, 
which has been trying more or less assiduously since 
February to clear up the Stasi contacts of the minister- 
president, hopes to gain information from the interroga- 


of Stolpe’s version. He cannot exonerate him. “As a 
ign of appreciation and in recognition of coop- 
DER SPIEGEL, he and his supenor 


L 
é 


its knowledge, 
Stolpe for the medal. But he states emphatically that 
neither I nor Seigewasser™ delivered the state trophy. 


DER SPIEGEL: “That leaves just the MfS?" 





sion 

first opinion on Stolpe in April: “By the standards of the 
MfS,” IM “Secretary” was “an important IM in the area 
of the Protestant churches of the GDR.” 


The Gauck aeey supports its judgement with 
ings from the Stasi files that show an 


because of their quick, precise, and reliable information. 


Even in the first opinion, “the unusually close time spans 
between the event and the information of the MfS" were 
categorized as “remarkable.” Whereas Stolpe claims to 
have played only a passive role in his relationship with 
the Stasi, the Gauck agency found further indications of 
an active function of the church jurist. 


Manfred Stolpe appeared unperturbed last week. He was 
vacationing on Lake Balaton in Hungary and let ut be 
reported that there is “no new situation and no new need for 
talks.” But his comrades in Potsdam have dark forebodings. 
The unending controversy over Manfred Stolpe, one of 
them acknowledged, is “like slow corrosion that eventually 
weakens even the strongest maternal.” 


The maneuver of the SPD to bring its man out of the line 
of fire through a lively interim report in the investigatory 
committee on Stolpe was successful only in the short 
term. Last week the committee withdrew the interim 
report, which was released with the votes of the SPD and 
FDP [Free Democratic Party] and had amounted to aa 
advance acquittal of Stolpe, for the consideration of 
votes against. 


Stolpe is also encountering opposition from Bonn. A 
po < east German SPD represeniatives around 

GDR Foreign Minister Markus Meckei has been 
warning the western socialists for months to gain more 
distance to Stolpe. “One cannot simply pretend that the 





consideration: “Oh Lord, what happens if Stolpe falls?” 


According to Hilsberg, there are several reasons for the 
strong support that Stoipe still has in the western party: 


— Those in the west wanted to maintain solidarity with a 
man who for many years was one of their intermedi- 
aries to the regime of the GDR. 

—The people in Bonn fear that Stolpe's fall could also 
bring to light the involvement of western politicians 
with Honecker's state. 

—Stolpe can hardly be replaced as the sole social dem- 
ocratic minister-president in the east and a figure for 
integration, above the party level. 


It is questionable how much longer the calculations of 
the top SPD people will remain valid. Stolpe’s salami 
tactic of making confessions a slice at a time has meant 
that the key moral question of whether the former 
churchman dealt with the Stasi in the service of and to 
the benefit of his church or whether he was the Stasi's 
man in the church no longer counts. The only thing that 
is important and possibly decisive for Stolpe's political 
survival is the fact that the man from Brandenburg is 
continuing to decimate the already damaged confidence 
of voters in the integrity of the political class. 


The head of government in Potsdam is still miles away 
from realizing this, however: Only the others are guilty. 
In an interview with the BERLINER ZEITUNG, 
judged his opponents tersely: “They are all united in the 
goal of getting rid of Stolpe.” 


Still, he sees two different motives for this: “Some see 
chances for themselves in the 1994 elections for the land 
parliament if they are able to get me out of the way. As 
for the others, | see ethical principles involved.” 


That is obviously something bad for Mandred Stolpe. 
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Saxony Refuses To Shut Down Steel Company 
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{Unattributed article: “Stop Shirking Work’: The Trust 
Agency Gives Up on Saxon High-Grade Steel But Is 
Keeping It Open Anyway”) 

[Text] Only two of the eight furnaces are still burning: 
Master founder Wolfgang Hornig, 52, appears aban- 
doned in the huge hall of the Saxon High-Grade Steel 
Plant Freital. 


He heard the news about the possible rescue of the plant 
on Thursday of last week on the radio, but he cannot 
believe it. “For that,” the steclworker says, “they have 
deceived us too often before.” 


“They” refers to the people in responsible positions at 
the Trust Agency. The Berlin institution, at the begin- 
ning of last week, had decided to close down the steel 
plant and rescindec the decision a few days later. 


Now the steel plant is to be privatized, and that is the 
work of Kurt Biedenkopf. The Saxon minister-president, 
not for the first time, had taken on the Trust Agency, and 
he came out on top. 


It is also a victory of politics over the Trust Agency. Its 
managers act in accordance with purely business man- 
agement criteria, the politicians must then live with the 
consequences. 


In the case of Freital, they would be devastating. The 
town 1s vitally dependent on the steel plant, which still 
employs 2,100 people. 


In principle, politicans and Trust Agency managers are 
in full agreement: The Trust Agency is supposed to 
privatize the eastern enterprises, and that as quickly as 
possible. It is supposed to restructure them, if no buyer 
can be found, or liquidate them, if there is no chance of 
survival. 


The more demand decreases, the more important 
restructuring becomes—or, as the case may be, liquida- 
tion. Close to 9,000 enterprises have been sold by the 
Trust Agency; hardly anyone is interested in the rest. 


But these leftovers include many of the most important 
firms of the former GDR economy: Almost the entire 
machine building industry is still in Trust Agency pos- 
session, as well as large parts of the chemical and steel 
industry. 

If these enterprises are shut down, entire regions will be 
without industry. “The firms which form the industrial 
core of East Germany, Birgit Brevel, the Trust Agency 
chief, declared at the beginning of September, “we want 
to preserve by all means.“ 


A week later, the board of directors of the Trust Agency 
decided to close down the High-Grade Steel Plant Fre- 
ital, without a doubt an industrial core of the region. 








GERMANY 


firm intended to invest DM250 million. 


But the Trust Agency did not give the plans of the buyers 
any chance. The market for high-grade steel, according 
to the Trust Agency, is in a difficult situation, Eastern 
European producers would burden the market with 


For Saxon Minister of Economics Schomer, this is an 
“account made up on false premises.” The old debts of 
the Freital plant, DM250 million in round figures, in 
case of privatization, would be charged directly to the 
Trust . In the case of liquidation or bankruptcy, 
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It is a fact nevertheless: The market for steel is disinte- 
grating. The capacities are more than adequate. Why, 
then, should new ones be created with public moncy” 


The steel concerns have no interest in this. They are 
sitting in the west and have enough problems of their 
own. New competitors in the cast would further aggra- 
vate them. 


But this is valid not only for the steel industry. Machine 
likewise finds itself in a deep crisis. Buyers for 


teria are used. Now the politicians must pay for the fact 
that they have always avoided the question of what 1s to 
become of these firms. 


Up to now, the efforts o¢ the Trust Agency to restructure 
enterprises have not been exactly successful. Instead of 
the programmatically proclaimed “resolute restructur- 
ing,” in practice, “passive restructuring” remained the 
rule, a noble paraphrase for painful shrinkage cures for 
the enterprises. 


such as research and development teams. Thus, the 
chances of designing new and marketable products dis- 


Examples of active restructuring remained the exception. 
The Trust Agency made available DM140 million to the 
Heckert Works in Chemnitz to undertake comprehensive 
modernization and assure their ability to survive. 


According to the analysis of the German Institute for 
Economic Research, the Trust Agency, as a rule, pro- 
vides the enterprises only with liquidity “and then 
adopts a wait-and-see attitude.” Of the DM77.5 billion 
that are entered in the 1991 budget as cxpense items, 
“expenditures for restructuring and reconstruction,” 
only DMS billion actually went into restructuring. 


This sum is far too small, came the criticism two weeks ago 
from the WSI-Institute, which is associated with the trade 
unions. “It documents the low importance assigned to 
active, future-onented restructuring measures in the priva- 
tization policy of the Trust Agency in 1991.” 


Money can be saved in this manner only in the short 
term. Using the example of the Machine Building Fac- 
tory Heckert in Chemnitz, the Bremen Progress Institute 
for Economic Research calculates that, from the perspec- 
tive of the national economy, a closing 1s more expensive 
than a restructuring. 
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But restructuring assistance, which could bring the Trust 
Agency into ill repute for making industrial or structural 
policy, was taboo for a long time. 


In the meantime, the Trust Agency has changed its position 
a little bit. To be sure, a concept is still lacking What firms 
or branches are to be preserved, no one can say. 


Now it is almost too late for such a concept. The mood in 
the cast of Germany is worse now than ever before; the 


The privatization of the Saxon High-Grade Steel Plant, 
and this is something of which the responsible Trust 
Agency director Kramer was aware, “entails consider- 
able political explosiveness.” Bi could not 


* * > * . * 
accept the liquidation decision if he wanted to continue 
to spread optimism in Saxony. 
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sepettage, Srtalss Sayer Meets Were Treaty. The parliament asked Mr. Major to attend the 
extraordinary session scheduled for October 14, said an 


UK's ‘European Isolation’ Noted 
LD3009181792 London PRESS ASSOCIATION in 
English 1610 GMT 30 Sep 92 


It was good news for the Prime Minister as he attempted 
to reverse the anti-British propaganda in the run-up to 
the EC summit in Birmingham on October 16. Mr. 
Major wants President Mitterrand to offer the public 
support of the French in recognition of Britain's eco- 
nomic difficulties. Mr. Major is likely to warn, during 


initiative over the Community—crucial for a govern- 
ment holding the EC Presidency. France and Germany 
both recognise that it is not in the Community's wider 
interests to be warring with Britain—despite genuine 
ifritation in Paris and Bonn over the UK's reluctance to 
proceed with ratification of the Maastricht Treaty. 


Nevertheless, Mr. Major's message to his key EC part- 
ners is that Britain's problems are genuine ones and that 
nothing will be gained by prolonging the war of words. 
Tonight he wil) hold talks in London with the Danish 
Prime Minister, Poul Schiuter, and examine ways to 
ensure the Danes say “yes” to the Maastricht Treaty in a 
new referendum next year. Mr. Major also wants Den- 
mark's backing for Britain's position in the run-up to the 
Birmingham summit. li he can win the public support of 
France, Germany and Denmark, the prime minister 
hopes he can chair the summit from a position of 
strength and not as an isolated member of the European 
“club”. [passage omitted] 


The European Parliament today called an emergency 
session before the Birmingham summit to confront 
Britain and demand carly ratification of the Maastricht 


tion immediately,” said the official, who asked not to be 
named. “The Parliament feels this presidency is in crisis, 
and particularly on ratification.” He said it was feared 
that Britain was “not keen to see ratification go 


so to the EC summit. But 
“We'll do our best to ensure (parliamentarians) are 
i te — 


Major Urges ‘More Open Community’ 
English 1713 GMT 30 Sep 92 


crisis talks with President Mitterrand in Paris, Mr. 
Major said the two leaders were “absolutely at one” that 
the Community must move together “as twelve”. He 
said he had reached agreement “about the nature of 
some of the changes we want to bring about”. After a 
90-minute meeting at the Elysee Palace, the Prime 
Minister said discussions had centered on the need for a 
more open Community. “It should have more open 
decision-making, more clear cui in observing national 
identities and removing the concerns that have become 
evident across Europe in recent months, not just in 
Britain and Denmark but right across the Community.” 


Mr. Major emphasised President Mitterrand’s agree- 
ment with him that the member states had to move 
forward together. “I don't think any of us wants to see 
what is loosely called a two-speed Europe. We want to 
see Europe move together as twelve,” he said. “That is 
the clearest possible indication of the view that | have 
and President Mitterrand has as well.’ Mr. Major 
described the talks as “extremely useful” in preparing for 
the forthcoming EC summits, in Birmingham on 
October 16, and in Edinburgh in December. 


The two leaders had talked in detail about the kinds of 
changes that might be made to the Maastricht Treaty to 
make it more palatable to the public, including clanfying 
the principle of “subsidiarity"—the idea that no deci- 
sions are taken at EC level which can best be lefi to 
national or regional authorities. But the prime minister 
gave no details and refused to discuss economic affairs, 
saying it was not an issue to be aired in public. All Mr. 
Major would say about altering the Maastricht Treaty 
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repeated this phrase twice, with a strong profession of 
faith: The Community must move forward as 12. Here is 
John Major. 

[Begin Major recording in English] We're absolutely at 
one that the Community needs to move together as 12. 
We regard that as very important. [end recording) 
{Ondelatie] The joint communique published this evening 
by the Elysee is along the same lines: We want nothing of a 
two-speed Europe, the Maastricht Treaty must come into 
force as quickly as possible. But John Major and Francois 
Mitterrand in their joint statement say that they have heard 
the message conveyed by the slim yes of the French people to 
Maastricht. They say: Public opinion is attentive to 
respecting national identities. It will be necessary to clarify 
the respective competences of the parliaments and of the 


Community. The national pariiaments will have to partici- 
pate closely in the drafting of Community policies. Finally, it 
will be necessary to give a betier explanation to public 
opinion of the measures taken in the framework of the 
Community. In short, John Major wanted to reassure Pres- 
ident Mitterrand of his good European intentions, while 
advancing his demands for more democracy in European 


Mitterrand Holds ‘Common Priority’ With Kohli 


LD3009221792 Hamburg DPA in German 1726 GMT 
30 Sep 92 


[Text] Paris (DPA)}—French President Francois Mitter- 
rand today acknowledged Federal Chancellor Helmut 
Kohl as the man, who “with Adenauer, did the most for 
German unity.” According to a text which was pre- 
released in Paris, Mitterrand said on ZDF that he had 
got to know Kohl as a “very level-headed man, filled by 
an ideal,” who believed in a “certain fate” for Germany 
and Europe. 


Mitterrand denied that he had been initially opposed to 
German unity. In 1989 he had described reunification as 
legitimate, but had pointed out to Kohl that the pror 
recognition of the Oder-Neisse line as the eastern fron- 
tier was an imperative for this. 

Mitterrand said that although politically he was a fnend of the 
Social Democratic Party, “a real fnendship” had meanwhile 
developed between himself and Koh! during their | 1 $5 meetings. 
Their common pnority for the coming years was “to lead 
Maastricht to success.” The Maastricht union treaty had the 
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‘Divergent Views’ at Rao-Mitterrand Talks Cited 


BKO1 10034092 Delhi All India Radio Network in 
English 0245 GMT | Oct 92 


[Text] India and France are to intensify their cooperation, 
particularly in areas of trade, science, and technology. The 
prime minister, Mr. Narasimha Rao. and the French president, 
Mr. Mitterrand, agreed despite divergent views on certain issues 
that the two countnes should have closer cooperation im eco- 
nomic and political fields. AIR [All India Radio] correspon- 
dent, Sushil Chopra, reports from Paris that the two leaders had 
a meeting for about 30 minutes without aides that spilled over 
to lunch. A spokesman of the Indian delegation later said that it 
was a working lunch where the talks on bilateral matters 
continued. Both leaders stressed the need to make the United 
Nations more effective. They said the unipolarity [as heard) is 
not conducive to stability and, therefore, therc should be 
democratization of the UN to make it more representative of 
the General Assembly 


The prime minister's visit to France has been described 
as useful and result-orented. Mr. Narasimha Rao 
returns to the capital this morning. 
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mistakes,” the Socialist party of Friuli-Venezia Giulia is 
summoning a “constituent assembly” and is planning a 
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Giuha™ or “Party of Democratic Citizens”. It 
have no relation whatsoever with the old PSI. The name 
will be new, the symbol will be new, and the membership 
will be new. The only connection with the past will be the 
membership in the Socialist International. 
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majority, the general staff decided to cancel the provin- 
a “constituent assembly.” Two commitices were pul to 
One will work on the new statute and on prepara- 
pg constituent congress. The other, on the 
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creation of a “progressive pole” able to gather 
of the lefi, also, and to present itself under a 
regional elections in June 1993. In 
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problems, it has obviously 
‘onal alli with the DC [Christian D ic Party] 
(in Friuli-Venezia Giulia the PSI is in the regional 
government, in many municipalities, provinces, and 
agencies) nor an opening to such autonomist movements 
as the “List for Trieste” and the “Friuli Movement.” 


Craxi or with Martelli, but we do want to give life to a 
party truly independent of the PSI, and of a compiciely 
new kind. For now, it is a proposal and is open not only 


For Gabnelie Renzulli, deputy. and member of the party 
directorate, the nub of the question, more than the vices of 
Payoff City, lies in the unresolved problems of Friuli- 
Venezia Giulia, a difficult and abandoned borderiand Ren- 
rulli said, “We have a credit account opened with the state 


A Moral Question 


But the will to cast off the PSI? “We think the tume has 


come to create a new form of party, completely region- 
alized, such as to overturn the traditional relationship 





PDS Dispute Over Cost of Labor Contract Cited 


ITALY & VATICAN CITY 3s 


a5 
i 
sti} 
43 = 
-&8 
. | 
Hl 
gs 
att 


i 
: 
: 
8 


; 

: 
| 
c 
zt 


i 
: 
i 
bi 


Ht 
Se 
+ 
i 


‘s cconomic mancuver and the accord on the 


i$ NOt surprising that Macaluso disagrees, as he has many 
times before, with the opinions set forth by the PDS 
Secretariat and a large number of its members. | should 
have been extremely surprised had his opimion been 
otherwise. 
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Nor have things gone quite as well for the three mut isters 
who came in from the outside un 1986. Nals Wilhyeim has 


* Problems Seen Mounting for Conservative Party = *"! Certainly never become ministers 
92EN0636C Copenhagen BERLINGSKE AFTEN in 


Danish 4-10 Sep 92 p 1 


who have esther been munisiers of certainly will not become 


in power in the government. Bui this historic event cannot 


hide the party's mayor decline. 
On Sunday, when the Conservative People's Party 
brates its tenth anniversary with a conference bearing the 


(Text] Metal . On Sunday the Conservative Peo- 
piidme Briones 
optimistic tithe “10 + 10,” two 
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w NORDIC COUNTRIES 


away would take their share. If something happens in the 
Baltic countries, we here in Denmark will really experi- 
ence the problem.” 


within the EC be put together quickly—and no’ svadu- 
ally, as in the Maastricht treaty? 


[Byerregaard] Yes. 


{Olsen} But if the Maastricht treaty had delved further 
into areas such as fore*en and asylum policies, it would 
have unleashed an even stronger popular reaction than 
the Danish no vote and the big no vote percentage i 
France... 


[Byerregaard] As politicians in a democracy, we can only 
hope that by speaking openly and honestly about prob- 
lems we can per: uade people. | have never believed in a 
political strategy in which you hold your tongue and act 
as if nothing were going on. 


But then there is a split. In times of great stress, people 
need time but don't get it. Here the naysayers are taking 
advantage. They are saying that we have enough time to 
reflect and debate. In the meantime war breaks out in 
Yugoslavia and we can see other areas where conflicts 
are coming. Yugoslavia clearly shows that the assertion 
that we have enough time is false. 


“The naysayers act as if 1989 hadn't taken place, and 
that we can simply continue with things as they were,” 
Byerregaard said. She pointed out that the United States 
1S putting greater emphasis on its own domestic prob- 
lems and that an overloaded UN, with lots of operations 
in the Third World, is challenging Europeans to solve a 
seater dame ef enaiitatn an Gk alee ceniinens Gam 
selves. [passage omitted] 


[Olsen] Ten years ago you were active in the peace 
movement and called most of the Social Democrats who 
were loyal to NATO “guards.” How does that fit in with 
the fact that you now advocate increased security coop- 
eration in Europe? 


[Byerregaard] The arms race was absurd. What was put 
forward as a defense became a threat of self-destruction. 
That was the reason for my involvement in the peace 
movements. 


Since 1989 the world has completely changed. I'm now 
reading about the Concert of Europe during the previous 
century, the prelude to World War I, and the interwar 
period—and all of a sudden | see all the old historic 
European scenarios replaying themselves. Up until 1989 
we playacted in a Europe that bore the stamp of the 
division of the world after World War II. But that world 
is done with. It has passed. Finished! [passage omitted] 
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* Bjerregaard Backs European Defense Unity 
92EN0636B Copenhagen BERLINGSKE TIDENDE in 
Danish 10 Sep 92 p 8 


(Unattributed article: “No Other Way Except Political 
Union”) 
[Text] The EC debate: Once again Ritt Bjerregaard 
mentioned the Western European Union as a defense 
possibility. 


“Denmark and the Danes need the EC as a political 
union or as something which mistakenly resembles a 
litical unica.” 

Yet again the Social Deisocratic Party's former 
chairman, Ritt Byerregaard, has provoked her 
party members, who today will discuss Denmark's future 
relationship to the EC at their party congress. Bjerre- 
gaard’s statement was available in a debate piece she 
issued yesterday in her capacity as national chairman of 
the Danish Europe Movement. 

And debate some of her opinions will indeed produce in 
the Social Democratic Party, which is deeply divided on 
the very issue of a stance on the EC union. 

“In the future we'll have to discuss the EC as what it is: a 
political ion. There will be some pain in a transi- 
tional phase because we have to cast off 20 years of creating 
illusions, namely that the EC 1s just a market and that ‘the 
union is deader than a doornail,”” Byerregaard wrote. 


Ste also took the bull by the horns on the question of 
European defense cooperation and once again men- 
tioned what has been for Social Democrats the unmen- 
tionable phrase, “the Western European Union.” 


“Why should taxpayers in the United States pay for the 
‘defense’ of Europe when no one can any longer say who 
the potential enemy 1s?” Byerregaard asked. 


She also wrote that, owing to national feelings, Europe only 
has a few years left to get one or another form of security 
arrangement to work, whether it be NATO, the Western 
European Union, the CSCE, or something entirely different 
which aone of us currently knows about. 


Finland 


Diet Approves Extra Loan for Government 


LD2909203292 Helsinki Suomen Yleisradio Network in 
Finnish 1900 GMT 29 Sep 92 


ext] The Diet approved an extra loan of 10,000 million 

innish markkas for the government. With the new 
authority, the government's right for gross debt-taking 
this year increases to 75 billion Finnish markkas. At the 
same time the Dict approved a resolution which urges 
the government to balance the state economy and 
improve the state of the banking system. 








[Text] Within the European Community (EC) the eco- 
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capital, higher interest rates, and lower investments. The 
increasing international competition causes even rela- 
tively small differences between countries and regions to 
have major consequences in the term and thus on 
employment, growth and standard of living. 


So what measure of independence does an EEA agree- 
ment in practice provide, in comparison with member- 


the international interest situation. If Sweden does not 
participate in the EU we will not have to live up to the 


No Devaluations 


In the past Sweden has frequently used exchange rate 
fluctuations, devaluations, when our domestic costs have 
undermined our international competitive ability. This 
would not be possible in the EU. 

The short-term gain from a devaluation is not in propor- 
tion to the long-term costs, however. Inflation expecta- 
tions grow, the transformation pressure eases, and the 
necessary structural reorganization is halted. The short- 
term gains from a devaluation benefit primarily compa- 
nies which operate in markets with price competition 
(basic industry), while the effects on companies which 
compete with specific knowledge is insignificant. 


“ NORDIC COUNTRIES 1 October 1992 
In the long term devaluation b>nefits are soon crased,to Among them are tendencies toward centralization and 
which our present industrial crisis bears witness, and in of ions which are most taken 
the end the costs are passed onto the employees and _—_ care of at the local level. Examples of this are issues such 
small companies in the form of unemployment and as Sunday opening hours, snuff, the content of Falu 
higher interest rates. sausage, parts of the social legislation, the direction of 
research, etc. lt is preposterous, of course, for bureau- 
crats in Brussels to make decisions regarding these and 
Lower Interest Rates ia ae 
Membership in the EU would eliminate the uncertainty and ~—siif the EU is to promote dynamic and competition, a 
provide room for lower interest rates. Whether this takes ing process is necessary. The 
place within the present EMS [European Monetary Sysiem} _— establishment of a mgid EU bureaucracy can be devas- 
or im @ currency union is relatively uninicresiing. tating for ial spirit and also msks 
methods are connecied with both pros and cons. the wrong sugnals to the market. Fortunately, Denmark's 


larity principle (proximity principle) in the Maastncht 
agreement. 


Swedish companies msk being discriminated against in 


procedure is proposed for trade with nonmembers. 
Other areas that will have a discriminating effect on 
nonmembers, as we can see today, are certificates of 
origin, border crossings, and liability for damage for 
imports from an EC or non-EC country, respectively. 
These represent a new type of nontariff obstacles 
between members and nonmembers. 


Altogether, this leads to an invesiment climate which 
makes it more difficult for both domestic and foreign 
companies to move investmenis to Sweden. If Sweden 
chooses to stay outside the EU, another, closer reiation- 
ship than the EEA agreement must therefore be bilater- 
ally negotiated. In Denmark, which has the adv of 
such a close relatronship, the greater independence of not 


participating in the EU has cynically been estimated at 
§ minutes, that is to say the extra time it takes for the 
information to reach nonunion members. 
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Minister: Trade With Republics Will Net Resume 


NCO110072292 Athens Elliniki Radhiofonia Radio 
Network in Greek 0500 GMT 1 Oct 92 


[Text] State Minister Andreas Andrianopoulos has said 
resume trade with or the supply of fuel to the former 
Yugoslav republics, sonaase Ceieee Seep Ons eaeeyt Ge 
EC regulation on controlling the $s destination. 


Spokesman: No Troop ivlovement to Northern 
NCO110072492 Athens Elliniki Radhiofonia Radio 
Network in Greek 0500 GMT 1 Oct 92 


[Text] The Chief of Staff spokesman has denied press 
reports that the Army 1s supposedly moving to our northern 
border. He clarified that there was no such movement, 
reconfirming that Greece faces no threat from the north. 
Military forces at the northern border are enough to face a 
possible wave of refugees. There are certain military camps, 


GREECE 4 


not used by the Army, that are ready to host refugees. In any 
seeking economic advantage. 


Karamaniis Message on Cypriot Independence 


NCO! 10090992 Athens Elliniki Radhiofonia Radio 


Network in Greek 1230 GMT 30 Sep 92 
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Demirel Chairs Meeting on Terrorist Attack 


TA3009200192 Ankara TRT Television Network in 
Turkish 1800 GMT 30 Sep 92 


[Text] Prime Minister Suleyman Demirel has announced 
that according to his information the number of terror- 


of the southeastern Anatolia region, Demire! said that 
the attacks against the military posts in Hakkari's Sem- 
dink Districts were also discussed. He continued: 
[Begin Demire! recording} The Turkish Republic is able 
and detesmined to protect its borders, its terntory, and 
its citizens with the help of its legitimate forces. We have 
been told by the delegation that visited the region that 
every possible measure has been adopted to this end and 
the struggle is being waged with a high sense of morale 
and courage. 


As you know, the most important aspect of this struggle 
consists of undertaking it without hurting our innocent 
citizens in the area and within the limits of the law. 
Everyone should know that we are taking maximum care 
to achieve this. The state will certainly obtain results and 
overcome this problem. 

We reviewed the plans and their implementation. Every- 
thing «s satisfactory. | express my gratitude to our security 
forces that are waging this struggle—to our police, soldiers, 
commanders, governors, and district officials; in other 
words, to everyone who 1s waging this struggle. | also ask for 
God's mercy in the name of our martyrs. 


If our security forces lack anything—very few things if at 
all—these will be provided. Our securi epee Pay have 
everything they need. They are fully t in their 
ability, and they are fulfilling their duty. Our nation 
should rest assured that these tasks are being fulfilled 
and they will be fulfilled in the future. I am pleased to 
announce that Turkish politicians, the Turkish parlia- 
ment, is behind the security forces. The Turkish press, 
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the people, and the government are all behind those who 
are performing these tasks. We are following everything 
very closely and adopting all the necessary precautions. 


A total of 31 security members—28 privates, 0.2 second 


and six civilians, who were in a house set on fire by the 
terronsis, were also killed. As we heard a short tume ago, 
they burned down a house in Semdini:, killing four children. 


As for terrorist casualties, the figure we have is approxi- 
mately 170 for the area of the clashes, which is 3-4 km inside 


General Staff, whose figures are slightly less. 


It is reported that approximately |.000 terrorists were 
involved im the attack and their goal was to totally 
annihilate the 400- person battalion im the area. They 
came and they struck. The heaviest casualties were 
sustained among the battalion's advance spotters, who 
are sent out to protect the battalion. Those among you 
who have done military service know about mulitary 
tactics. When a unit goes somewhere, ti first sends out its 
vanguard and spotters. Most of the casualties are among 
these units. 


As we can understand, this was a very important opera- 
tion for the PKK [Workers Party of Kurdistan]. They 
have been repelled. Let me say this: Anyone who tries to 
bang his head against the state will certainly have his 
head broken. Let me repeat that there is no end to this. 


The Turkish state 1s behind these brave people, who are 
fighting not to cede an inch of Turkish territory to 
anyone. | will also visit the area sometime between 15 
and 4) October. | will speak to the people as well. I will 
go everywhere, including the army bases. [end recording] 


No Ground Operation Into Iraq 


7TA3009151892 Ankara Turkiye Radyolari Network in 
Turkish 1500 GMT 30 Sep 92 


[Text] The number of terrorists killed in yesterday's attack 
against the Derecik and Samanli military posts in Hakkari’s 
Semdinh District has msen to 174. Replying to reporters’ 
questions upon emerging from the Prime Minister's Office 
around 1500 [1300 GMT] today, Prime Minister Suleyman 
Demirel said that according to information he received 
from security sources this figure may increase further. 
Demurel announced that the number of soldiers who were 
martyred in the incident 1s 29 


The prime minister declared that there 1s no question of 
a ground operation into northern Iraq at the moment. 
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State Will Not "Give an Inch’ December | 990, policemen Celal Sonmez and 
743009180792 Ankara TRT Television Network in Mehmet Damar on 6 May 1992, policernan 


Turkish 1700 GMT 30 Sep 92 


[Text] Suleyman Demirel, True Path Party [TPP] leader and 
prime minister, has declared that no one should be under 
the impression that the country’s territones will be ceded to 
a handful of murderous bandits who settled in the moun- 
tains and over the border. Demirel announced: The 
Republic of Turkey has the power to overcome situations 
one hundred times greater than this current one. 


Addressing the TPP assembly group mecting, Demirel 
remarked that the Turkish soldiers are now being mar- 
tyred to protect the borders, the territory, the people, the 
unity, and the integrity of the state. He said: Is Turkey 
engaged in something wrong? Should Turkey not protect 
its termtory’? Should Turkey not protect its borders? 
Should it not protect iis citizens there or elsewhere? 
Naturally, it should. | am calling on those who are still 
viewing this matter as one of human nmghts and holding 
Turkey responsible: We would not violate human rights. 
Everyone should understand us correctly. We are faced 
with 500-600 armed men raiding a military post. What 
are we expected to do” Should we say please be our guest 
and take this military post. What state would act differ- 
ently in the face of such a situation” 


Demirel stressed that Turkey is determined not to give 
an inch of its territory or one pebble of its land to 


anyone. 


Istanbul Raids Strike ‘Heavy Blow’ to Terrorists 
142909203792 Ankara TRT Television Network in 
Turkish 1800 GMT 29 Sep 92 


Excerpts} In a series of operations carried out in 
stanbul during the past three days, three terrorists were 
killed, and 11 captured, all members of an illegal lefisst 
organization. It has been determined that these terrorists 
were responsible for 16 murder cases, including the 
murder of retired Navy Commander Admiral Kemal 
Kayacan, retired General Adnan Ersoz, and Istanbul 
Public Prosecutor asar Gunaydin. 


istanbul Governor Hayn Kozakcioglu, Security Director 
Necdet Mensir, and the Gendarme Regiment Com- 
mander Colonel Necati Sezgin held a joint news confer- 
ence today in which they discussed the operations of the 
past three days and their results. They said that on 
Sunday, the security forces captured four terrorists who 
gave them information, enabling them to carry out raids 
on terrorist cells. [passage omitted] 


It was announced at the news conference that the terror- 
ists killed or captured during these operations were 
involved in the following incidents: Martyring former 
Navy Commander Kemal Kayacan in Kadikoy on 29 
July 1992, martyring policemen Muhsin Aslan and 
Soner Yilmaz in Uskudar on 13 October 1992 [date as 
heard], martyring retired police chief Aydin Baris on 12 


martyring 

Hacibey Kaya on 5 April 1991, murdering citizen Fezail 
Bulak on 26 December 1990, murdering foreigner Andre 
Black on 22 March 1991, raiding the office of National 
Defense Minister Ayaz’s son-in-law and wounding a 
person there, murdering foreigner (John Gandy) on 22 
March 1991, launching a LAW [light antitank weapon] 
missile at the U.S. Consulate on 13 July 1992. [passage 
omitted] 

Kozakciog)u said that with the operations of the past 
three days, the security forces struck a heavy blow to the 
terrorists in Istanbul. More of this kind of work will be 
done in Istanbul, he said, adding that more peaceful days 
will come to Istanbul soon. 


Security Director Necdet Mensir said that the ballistic 
examination of the weapons seized, the handwriting in 
the documents, and the letters between the terrorists 
helped bring to light several unsolved crimes. He pointed 
out that the Istanbul State Security Court head public 
prosecutor was invited to the operation in Balat ioday, to 
show that the state does not fire or throw bombs on 
people who do not fire or throw bombs ai the state. 


Police Said Alerted to Terrorists’ Plans 


NCO1 10094592 Istanbul MILLIYVET in Turkish 10 Sep 
92 pi? 


[Text] Intelligence reports have alerted the police to 
illegal! organizations planning to base themselves in those 
provinces where there have been no terrorist activities 
and organize teams to be sent to carry oul activities in 
the large cities. The General Directorate of police has 
conveyed a circular to police Directorates in the prov- 
inces and districts to caution them against the activities 
of the illegai organizations. The circular instructs police 
units to take measures against the illegal organizations 
teams, which may try to base themselves in their areas. It 
also recommends that travel to and from urban areas be 
effectively controlled. 


A high-ranking official has said that the members of the 
illegal organizations have moved from large provinces, 
such as Istanbul, Ankara, and Izmir, to smaller prov- 
inces, in which terrorist activities have not taken place. 
to seck safe areas to hide. He asserted that: “According 
to intelligence reports, the organizations will establish 
teams in the smaller provinces and send them to the 
large cities. The teams will return to their bases after 
carrying out bloody activities.” 


Recalling arms recently discovered in a bus during a 
security check in Istanbul, the official said: “The terror- 
ists have planned to move into cities in groups of four to 
six militants. They will remain in the cities they infiltrate 
and gather information for a few months. Other organ- 
zation members in the same cities will not be informed 
of their arrival. They will carry out their bloody activities 
and return to their bases.” 
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Court Releases Cyprict Ship With Arms for Iran 


TA3009191292 Ankara ANATOLIA in English 1600 
GMT 30 Sep 92 


{Text} Istanbul, Sepi 30 (AA)—Istanbul State Secunty 
Court on Wednesday officially decided to release a 
was seized nearly a year ago as it passed through the 
Bosporus Strait. 


The Cape Maleas was stopped with 2 cargo of 
discovered that its bill of lading was out of order. 


The court also decided to return a 25 million lira fine 
levied on the ship's captain, Fanarios Dimos. 


Ankara Tells Denktas To Be ‘Milder,’ But ‘Firm’ 


NC3009212192 Ankara TURKISH DAILY NEWS in 
English 28 Sep 92 pp 1, 12 


ext] Nicosia—Turkish Prime Minister Suleyman 


rights and demands, but that a milder approach would 
benefit the Turkish Cypriots. 
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United States administration, and considers those pres- 
9h nd GEES Cate Ces 6 CTE CET Oo 


and the principle that the 
federation is equally shared by two peoples of the island 
and the federated states of the two peoples, “it is useless 
to attend the October 26 round of Cyprus talks.” 


In a bid to eradicate the outstanding “sticking points,” 
the Turkish Cypriot president is calling for direct talks 
on the island before the October 26 round of Cyprus 
talks begins. 

However, Greek Cypriot leader Georgios Vasiliou is 
opposing any direct contact with Denktas before 
October 26. 


Cetin Returns From New York, Evaluates 
Contacts 


TA3009193192 Ankara TRT Television Network in 
Turkish 1600 GMT 30 Sep 92 


[Text] Foreign Minister Hikinet Cetin, who attended 
part of the UN General Assembly deliberations in New 
York, returned to Turkey today. In a statement at 
Istanbul's Ataturk Airport, Cetin said that he held 
extremely intensive and beneficial talks in New York. 
Pointing out that bilateral relations as well as regional 
and international problems were discussed during his 
talks, Cetin remarked that the tragedy in Bosnia- 
Hercegovina and the world’s failure to find a lasting 
solution to this problem was particularly stressed. 


Cetin reported that he addressed the UN General Assembly 
on 25 September and heid meetings with one president, two 
prime ministers, and the foreign ministers of 38 countnes in 
New York. The foreign minister noted that these talks 
clearly revealed that the world is interested in Turkey and 
attaches importance to what it has to say. Cetin underlined 
that as a country favoring peace, security, stability, and 
democracy, Turkey will continue to fulfill its regional and 
global responsibilities in a constructive and dependable 
manner. This fact was apprecia |’ ~ of the statesmen 
I met, Cetin added. 


New Regulations To Prevent Illegal Emigres 


TA3009193692 Ankara Turkiye Radyolari Network in 
Turkish 1100 GMT 30 Sep 92 


[Text] New visa regulations are now being implemented 
to prevent the illegal emigration from Bulgaria to 
Turkey, which has lately been on the rise. Ferhat Ata- 
man, Foreign Ministry deputy spokesman, speaking at 
his weekly news conference, said that Bulgarian citizens 
who wish to visit their relatives in Turkey will be granted 
a one-month visa instead of the three-month one. He 
added that they will also be requested to bring $30 for 
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cach day they wish to remain in Turkey. Per diem 
foreign currency obligations have also be introduced for 
group visits. 


Kazakh Trade Fair Opens in Ankara 


TA3009 125992 Ankara Turkiye Radyolari Network in 
Turkish 1100 GMT 30 Sep 92 


[Text] A Kazakh export products fair has opened in 
Ankara. In an opening statement, Kazakh Vice President 
Sagandik Nuraliyev [name and title as received] 


trade relations, Nuraliyey added that this status is 
granted to Turkey because of the historic ties between 
the two peoples and because of Turkey's experience with 
a market economy. 


Forestry Minister Vefa Tanir said that even during the 
period when the borders were closed the Turkish and 
Kazakh people considered themselves fmends and that 
this friendship is now being consolidated through trade 
relations. Tanir added that the fair will constitute a basis 
for the two countries to assess cach another's economic 
potential. Kazakh agricultural, food, machine, textile, 
porcelain, and wood products are being exhibited at the 
fair, which opened at the Ataturk Cultural Center. The 
fair will remain open until 4 October. 
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State Minister Leaves for Tehran Fair 


TA3009203592 Ankara TRT Television Network in 
Turkish 1800 GMT 30 Sep 92 


[Text] State Minister Mehmet Batalli left for Iran today 
to attend the inauguration of the International Tehran 
Fair und to hold contacts with officials. In a statement at 
Ankara's Esenboga Airport before his departure, Batalli 
remarked that certain difficulties were experienced with 
Iran in recent days regarding the PKK [Workers Party of 
Kurdistan] terrorist organization. 


Expressing the hope that Iran will display more sensi- 
tivity on the PKK issue, Batalli declared thai any action 
that would undermine goodneighborly relations must be 
avoided. The state minister remarked that there are 
differences of opinion on certain between 
Turkey and Iran, adding that talks will be held to 
eliminate these differences during his contacts in Tehran 
as well as Prime Minister Suleyman Demirel’s visit to 
Iran in the coming days. Batalli concluded by saying that 
possibilities for increasing economic cooperation and 
undertaking joint ventures im third countnes will be 
explored during his contacts in Iran. 


Sixteen Turkish firms are participating in the International 
Tehran Fair. 
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